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Ladies and Gentlemen: 


It is a pleasure to welcome you to this year’s Annual Meeting. 


1961 ANNUAL REPORT 


As shareholders, you have received a copy of the latest Annual Report and 
you will, no doubt, have noticed that the layout has been changed from that 
of previous years. This has been done to try to attract your interest and to 
make the matter of reading the report more inviting to you, because your 
management feels that it will be of benefit to you as shareholders to know as 
much as possible about the affairs of your Company. To this end, we intend 
to send you additional brief reports at the end of the first six months of 1962, 
and again at the end of nine months, to help you to keep track of the Company’s 
affairs. 


Turning now to the 1961 Annual Report for a moment, you will note that the 
most significant individual event in your Company’s year was its merger with 
Anglo-Newfoundland Development Company, Limited last spring. The basis 
of this merger was the issue of shares of Price Brothers in exchange for shares 
of Anglo-Newfoundland and the net effect was that while your Company 
increased the number of its common shares outstanding by about 45% in 
connection with this exchange, it had become the beneficial owner of 
substantially all of Anglo-Newfoundland by the end of 1961. 


This, of course, makes any comparison of 1961 results with those of prior 
years rather difficult, because Anglo-Newfoundland’s figures are included for 
the last eight months of the year. With this inclusion, however, consolidated 
net profit for 1961 amounted to $8,650,476 as compared with $5,358,677 in 
1960. Expressed in terms of earnings per share, profit on the increased number 
of shares in 1961 was $2.68, which compares with $2.37 on the smaller 
number of shares last year. 


THE MERGED GROUP OF COMPANIES 


Now that the joining of forces of these already substantial enterprises has 
taken place, you might be interested to know something of the stature of the 
merged group. Total assets, for instance, now amount to $187,000,000 and 
combined sales for 1961 aggregated $110,000,000. In the newsprint field, 
your Company ranks fourth among Canadian manufacturers on the basis of 


capacity. It now has three large newsprint mills and a fourth under construction, 
a sulphite pulp mill, and two lumber mills. Modern kraft and paperboard 
production facilities are coming into operation in 1962 to supplant an older 
unit being retired in order to keep pace with today’s market requirements. 
Timber resources to support these operations now total more than 15,000 
sq. miles. Your Company also owns a large base metal mine which operated 
at a net profit of over $900,000 in 1961, and it runs a world-wide shipping 
company operating a fleet of chartered ocean-going vessels. 


There were 6,000 regular employees of Price Brothers and its subsidiaries in 
1961 and a further 15,700 men worked on a seasonal basis in the woods 
operations. These employees earned a total of $48,900,000 in wages and 
welfare benefits in 1961. The number of shareholders has grown to 10,500, 
of whom 9,600 are resident in Canada, and of these, 4,600 are residents of 
the Province of Quebec. 


Due to the nature of the industries in which it operates, it is a characteristic 
of this Company that it carries on its production in Canada, using Canadian 
materials and employing Canadian workmen, and that it sells almost all of 
what it produces abroad. In the case of the Price Brothers Company itself, 
which is based in Quebec, 95% of its sales were made outside of the Province 
last year while almost 90% of its costs were incurred within the Province. 
Thus, expenditures on wages, materials, provincial taxes and other costs made 
within the Province totalled over $45,000,000, while sales revenue here 
amounted to only $3,000,000. The balance of what was spent in Quebec 
came from sales made outside of the Province and, mainly, outside of Canada. 


MARKETING 


The life-blood of a company such as ours, of course, is its sales organization. 
Prior to their joining of forces, Anglo-Newfoundland and Price Brothers each 
had an individual sales company which handled its newsprint sales all over 
the world. One of the benefits of a merger is that marketing functions can be 
consolidated into one group to permit more efficient operations and to provide 
improved services to the customers. This step has now been taken. In the 
future, one sales medium, Price Paper Corporation, will represent the Company 
in the international newsprint and sulphite pulp markets. Price Brothers Kraft 
and Paperboard Corporation will continue to sell kraft and paperboard and 


J. C. Wilson, Limited will remain the distributor of packaging and specialty 
products. 


With such a high proportion of its products marketed abroad, it is imperative 
that your Company keep in touch with foreign market conditions; that it be 
in a position to anticipate changes in these conditions before they actually 
occur. You will be interested to know, therefore, that constant contact is 


maintained in all major areas, either through resident representatives or through 
regular personal visits to customers and prospective customers. Your Company 
also provides active support to trade associations carrying on overseas research 
projects and it has study groups continuously at work on such matters as the 
prospective entry of the United Kingdom into the European Common Market 
and the results that such a move might have on our ability to compete in the 
United Kingdom and in Europe. 


THE YEAR 1962 


Turning now to the present and the immediate future, the results in the first 
quarter of 1962 were substantially the same as in the same period last year. 
However, it would be imprudent to prognosticate on the basis of such a short 
period, particularly in view of the magnitude of some of the problems which 
we, together with the whole Pulp and Paper Industry, must face in 1962. 


The financing of the new newsprint machine being installed by our 51% -owned 
subsidiary, Gaspesia Pulp and Paper Company Ltd., has been arranged for by 
long-term borrowing as was mentioned in the 1961 Annual Report. This 
borrowing is entirely on the part of Gaspesia and no guarantee from the 
Parent Company has been required. 


Construction of the new kraft and board facilities at Kenogami has gone well 
and we are expecting to phase out the existing board mill and have the new 
equipment in production by the end of this month. When it is completed, 
this mill will be one of the most modern of its type in the world. It will include 
the latest developments in pulping and refining technology in combination with 
a paperboard machine of the most recent design. In addition, the new kraft 
specialty machine will be installed and operating by the end of May, and will 
embody all the newest design features with a distinct emphasis on flexibility. 
This is an example of what we, as a company, are doing. We are investing 
millions of dollars in the most up-to-date capital equipment so that we can 
give the customer the quality of product that he demands. Only in this way 
can we continue to increase our share of the world market and, by so doing, 
to grow. 

I mentioned problems a minute ago. We can foresee our full share of these 
in 1962. For one thing, we will have to provide for substantial depreciation 
charges on the new mill equipment and we will be faced, at the same time, 
with start-up costs as the new facilities are brought into operation. This 
situation, of course, is not new to us. However, this is a large increment of 
new plant and its effect must be anticipated in that proportion. Another item 
which is having a depressing effect on operating results, and on the competitive 
position, is one which we share with other manufacturers in the Province of 
Quebec. This is in the area of increasing provincial charges for water rights, 
and of school taxes and taxes levied by municipalities. 


THE INDUSTRY 


And now, it might be interesting to consider the progress of the Pulp and 
Paper Industry and what is to be expected in the coming year. In Canada, 
newsprint production was fractionally lower in 1961 than in 1960, while 
wood pulp and other papers and boards made slight gains. World consumption 
of pulp and paper products continued to increase in 1961 and further 
improvements will almost certainly be made in 1962. The other side of the » 
story, however, is that world production capacity is following the same trend 
and that no narrowing of the gap between consumption and capacity is yet 
discernible. Thus, we can look for a strongly competitive situation in 1962 
with customers demanding increased services and higher quality and with 
manufacturers spurred to achieve technological improvements and cost 
reductions. It might be presumptive to speculate on the outcome of this 
interplay of forces but the long range growth forecasts indicate that a measure 
of balance between productive capacity and consumption will not be reached 
for several years. 


And now, before concluding, I would like to express the sincere regrets of 
the Directors concerning the recent death of Mr. A. C. Picard who had been 
an active member of the Executive Committee and a Director of this Company 
for 25 years. He will be greatly missed by those who were privileged to work 
with him. | 


T. R. Moore 


President 


Quebec, P.Q. 
26th April 1962 
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